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DEPARTMENT  OF  HEALTH  AND 
HUMAN  SERVICES 

Medicare  and  Medicaid  Programs; 
Schedule  of  Limits  on  Skilled  Nursing 
Facility  Inpatient  Routine  Service 
Costs 

agency:  Health  Care  Financing 
Administration  (HCFA),  HHS. 

action:  Final  Notice. 

summary:  This  notice  sets  forth  a 
schedule  of  limits  on  skilled  nursing 
facility  inpatient  routine  service  costs 
that  may  be  reimbursed  under  Medicare 
for  cost  reporting  periods  beginning  on 
or  after  October  1, 1981.  This  is  an 
annual  update  of  the  schedule,  and 
replaces  the  schedule  published  in  the 
Federal  Register  on  September  4, 1980. 
This  schedule  will  remain  in  effect  until 
superseded. 

effective  date:  For  cost  reporting 
periods  beginning  on  or  after  October  1, 
1981. 

FOR  FURTHER  INFORMATION,  CONTACT: 

Carl  Slutter,  301-594-9344. 

SUPPLEMENTARY  INFORMATION:  Section 
1861(v)(l)  of  the  Social  Security  Act  (42 
U.S.C.  1395x(v)(l))  authorizes  the 
Secretary  to  set  prospective  limits  on 
allowable  costs  incurred  by  a  provider 
of  services  that  will  be  reimbursed 
under  Medicare,  based  on  estimates  of 
the  costs  necessary  in  the  efficient 
delivery  of  needed  health  services.  The 
limits  may  be  applied  to  direct  or 
indirect  overall  incurred  costs  or  to  the 
costs  incurred  for  specific  items  or 
services  furnished  by  the  provider.  This 
provision  of  the  statute  is  implemented 
under  regulations  at  42  CFR  405.460. 

Under  this  authority  we  have 
published  limits  on  skilled  nursing 
facility  (SNF)  per  diem  inpatient  routine 
service  costs  annually  since  1979.  On 
September  4, 1980,  we  published  in  the 
Federal  Register  (45  FR  58699}  a 
schedule  of  limits,  applicable  to  cost 
reporting  periods  beginning  on  or  after 
October  1, 1980.  These  limits  contained 
provisions  related  to  (1)  limits  on 
adjusted  SNF  per  diem  inpatient  routine 
service  costs:  (2)  a  “market  basket” 
index  developed  to  reflect  changes  in 
the  price  of  goods  and  services 
purchased  by  SNFs;  (3)  adjustments  to 
the  limits  by  an  area  wage  index 
developed  from  hospital  industry  wages; 
(4)  a  classification  system  based  on 
whether  the  SNF  is  hospital-based  or 
freestanding  and  whether  it  is  located 
within  a  Standard  Metropolitan 
Statistical  Area  (SMS A)  or  non-SMSA 
area  (in  the  New  England  area,  New 
England  County  Metropolitan  Areas 
(NECMA)  are  used  to  determine  urban 


location):  (5)  a  cost-of-living  adjustment 
for  the  nonlabor  portion  of  the  limits  for 
SNFs  located  in  Alaska  and  Hawaii;  and 
(6)  limits  set  at  112  percent  of  the 
average  per  diem  labor-related  and 
nonlabor  costs  of  each  comparison 
group. 

In  developing  the  revised  limits 
contained  in  this  notice,  we  have 
retained  essentially  the  same  provisions 
as  in  the  current  limits,  as  well  as  the 
same  methodology.  We  have,  however, 
used  more  current  SNF  cost  data  for 
calculating  the  limits,  as  well  as  more 
recent  hospital  industry  wage  data  and 
projections  of  the  rates  of  increase  in  the 
costs  included -in  the  SNF  market 
basket,  as  specified  below. 

Summary  of  Provisions 

This  updated  schedule  of  limits  on 
skilled  nursing  facility  inpatient  routine 
service  costs  provides  for: 

1.  Separate  group  limits  for  labor- 
related  and  non-labor  components  of 
per  diem  routine  service  costs.  As  in  the 
current  schedule,  we  have  established 
separate  group  limits  for  the  labor- 
related  and  non-labor  components  of  per 
diem  routine  service  costs.  We  calculate 
these  separate  limits  by  first  obtaining 
actual  SNF  per  diem  inpatient  routine 
service  cost  data  for  each  SNF.  Next  in 
order  to  make  the  data  reflect  current 
conditions  more  accurately,  we  increase 
these  data  by  the  actual  and  projected 
monthly  increases  in  the  SNF  market 
basket  (see  item  4  below),  for  a  period 
extending  from  1980  to  1983.  We  then 
separate  each  SNF's  per  diem  cost  into 
labor-related  and  non-labor  portions, 
and  divide  the  labor-related  portion  by 
the  wage  index  for  the  SNF’s  location 
(see  item  2  below).  We  then  compute 
separate  group  means  for  the  labor- 
related  and  non-labor  components,  and 
multiply  each  group  mean  by  112 
percent.  For  each  group,  the  resulting 
amounts  are  shown  in  Tables  IA  and  IB. 

2.  Adjustment  of  SNF  cost  data  by 
wage  index.  We  are  again  using  a 
hospital  industry  wage  index  to  account 
for  area  wage  differences,  since  there 
are  not  industry-specific  data  available 
on  SNF* wages.  Because  hospitals  and 
SNFs  generally  compete  in  essentially 
the  same  labor  market  for  employees, 
we  believe  an  index  based  on 
geographic  variations  in  hospital  wages 
provides  an  accurate  measure  of 
geographic  variations  in  wages  paid  by 
SNFs. 

We  developed  the  wage  index  from 
hospital  wage  data  obtained  from  the 
Bureau  of  Labor  Statistics  (BLS).  The 
data  used  are  those  for  the  “hospital 
industry”,  a  standard  BLS  reporting 
category.  The  wage  index  we  used  for 
the  revised  limits  is  based  on  data  for 


calendar  year  1979,  which  are  the  latest 
available  data.  Data  for  1980  will  not  be 
available  until  late  in  1981. 

We  have  used  the  same  methodology 
in  calculating  the  wage  index  for  use  in 
determining  the  SNF  limits  that  we  used 
for  purposes  of  the  limits  on  hospital  per 
diem  inpatient  general  routine  operating 
costs  published  on  June  30, 1981  (46  FR 
33637).  The  methodology  used  to 
calculate  the  wage  index  is  as  follows. 
We  first  computed  the  average  hospital 
wage  for  each  SMSA  or  NECMA  and 
non-SMSA/non-NECMA  area.  We  then 
calculated  the  national  average  hospital 
wage  for  all  SMSA  or  NECMA  areas, 
and  a  separate  national  average  hospital 
wage  for  all  non-SMSA/non-NECMA 
areas.  We  then  divided  the  average 
wage  level  for  each  area  by  the 
appropriate  national  average  (SMSA/ 
NECMA  or  non-SMSA/non-NECMA). ' 
These  calculations"  resulted  in  an  index 
value  for  each  SMSA  or  NECMA  area 
that  reflects  the  wage  level  for  that  area 
relative  to  the  national  average  for  all 
SMSA/NECMA  areas,  and  in  an  index 
value  for  each  non-SMSA/non-NECMA 
area  that  reflects  the  wage  level  for  that 
area  relative  to  the  national  average  for 
all  non-SMSA/non-NECMA  areas  (see 
Tables  II  and  III).  (The  Executive  Office 
of  Management  and  Budget  on  June  19, 
1981  announced  new  SMSAs  based  on 
the  1980  census.  As  soon  as  we  have 
received  new  wage  index  values  for 
these  areas,  we  will  publish  in  the 
Federal  Register  a  list  of  the  constitutent 
counties  in  the  SMSAs  and  their  wage 
index  values.) 

In  addition  to  being  based  on  more 
current  data,  the  wage  indexes  we  used 
for  the  revised  limits  differ  in  two  ways 
from  the  wage  indexes  used  in 
developing  the  1980  cost  limits.  First,  we 
have  used  approximate,  rather  than 
actual,  index  values  for  26  areas.  (These 
approximate  values  are  identified  by 
asterisks  in  Table  III.)  We  made  this 
change  because  BLS,  which  supplies  the 
data  on  wages  and  numbers  of 
employees  that  we  use  to  calculate  the 
wage  index,  has  informed  us  that  its 
confidentiality  requirements  prohibit  it 
from  disclosing  actual  data  for  areas 
that  include  fewer  than  three  reporting 
units.  (A  reporting  unit  need  not  be  a 
single  hospital.  Reporting  unit  is  defined 
by  BLS  as  the  smallest  unit  for  which 
data  are  recorded  on  the  employer’s 
contribution  report.  For  example,  two 
facilities  in  the  same  area  owned  by  one 
employer  could  appear  as  one  reporting 
unit.) 

To  make  it  possible  to  calculate  limits 
for  these  areas,  we  have  asked  the  BLS 
to  identify  the  areas  having  wage  index 
values  numerically  closest  to,  but  not 
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less  than,  the  areas  for  Which  it  cannot 
supply  actual  data.  In  the  case  of  each 
area  for  which  actual  data  are 
unavailable,  we  have  substituted  the 
wage  index  value  identified  by  BLS  as 
being  closest  to  the  actual  value.  We 
believe  that  the  use  of  approximate 
rather  than  actual  values  for  these  areas 
will  not  affect  the  accuracy  of  the  limits 
significantly,  and  will  assure  that  no 
SNFs  limit  is  reduced  because  actual 
data  for  its  area  are  unavailable. 

The  second  change  from  the  1960 
limits  in  developing  the  current  wage 
index  is  that  we  have  also  excluded 
data  from  Federal  government  hospitals. 
Because  these  hospitals  typically  use 
national  pay  scales,  the  amounts  they 
pay  their  employees  do  not  necessarily 
reflect  area  wage  levels.  We  believe 
excluding  data  from  these  hospitals  will 
help  improve  the  accuracy  of  the  wage 
index  adjustment. 

We  wish  to  note  that  the  data  used  to 
develop  the  wage  indexes  were  supplied 
by  BLS,  and  are  the  most  reliable  data 
available.  All  hospitals  are  required 
under  State  unemployment 
compensation  laws  to  report  these  data. 
If  we  receive  additional  data  from  BLS 
that  require  further  changes  in  the  wage 
index  values  for  certain  areas,  or  if  we 
discover  that  we,  or  BLS,  have  made  any 
error  that  results  in  an  incorrect  wage 
index  for  any  area,  we  will  publish 
corrected  indexes  in  the  Federal 
Register  and  will  direct  the  Medicare 
intermediaries  to  recalculate  the  limits. 
However,  we  are  unable  to  correct  any 
inaccuracies  in  the  wage  indexes  that 
may  result  from  a  hospital’s  failure  to 
report  or  correctly  report  the  required 
wage  data. 

3.  Application  qf  the  hospital  wage 
index  to  employee  benefits,  health 
service  costs,  costs  of  business  services, 
and  other  miscellaneous  expenses.  In 
developing  the  current  schedule,  we 
applied  the  wage  index  discussed  above 
to  five  categories  of  labor-related  costs: 
wages,  employee  benefits,  health  service 
costs,  business  service  costs,  and  other 
miscellaneous  costs.  We  have  retained 
this  method  in  developing  this  revised 
schedule  of  limits.  The  proportion  of 
adjusted  routine  service  cost  we  adjust 
by  the  wage  index  is  80.25  percent. 

For  purposes  of  applying  the  wage 
index,  employee  benefits  include  such 
items  as  FICA  tax,  health  insurance,  life 
insurance,  facility  contributions  to 
employee  retirement  funds,  and  all  other 
compensation  that  the  SNF  records  in 
the  “employee  health  and  welfare”  cost 
center  on  its  Medicare  cost  report.  (The 
Medicare  Provider  Reimbursement 
Manual  (HIM-15),  Chapter  4,  and  the 
instructions  to  the  HCFA  cost  reporting 
forms  (HIM-15,  Part  II)  describe  the 


types  of  costs  that  are  to  be  recorded  in 
that  cost  center.) 

Health  service  costsare  a  category 
used  by  the  National  Nursing  Home 
Survey  conducted  in  1977  by  the  Office 
of  Health  Research,  Statistics  and 
Technology,  National  Center  for  Health 
Statistics  of  the  Public  Health  Service. 
They  include  the  costs  of  routine 
services  that  are  purchased  under 
arrangement  from  outside  sources. 

Business  services  costs  include  costs 
of  banking,  contract  laundry,  telephone, 
and  other  services  SNFs  purchase  at 
retail  from  outside  suppliers. 

Other  miscellaneous  costs  include 
various  types  of  routine  operating  costs 
not  allocated  to  any  other  category  of 
the  market  basket. 

Thus,  we  will  apply  the  wage  index  to 
the  total  portion  of  cost  (80.25  percent) 
attributable  to  wages,  fringe  benefits, 
health  service  costs,  business  service 
costs,  and  other  miscellaneous 
expenses,  rather  than  to  the  wage 
portion  (81.31  percent)  only.  We  are 
continuing  this  method  because  our 
analysis  of  the  data  we  used  to  develop 
the  hospital  limits  shows  that  area 
variations  in  routine  per  diem  costs  in 
these  additional  categories  are  closely 
related  to  area  variations  in  prevailing 
wage  levels.  We  believe  that  applying 
the  wage  index  to  the  other  categories  of 
labor-related  costs  specified  above, 
rather  than  to  wages  only,  results  in 
individual  limits  that  are  more  equitable 
and  more  appropriate  to  each  SNFs 
actual  market  environment. 

4.  Use  of  SNF  market  basket  index. 
This  updated  schedule  of  limits  is  based 
on  reported  costs,  adjusted  for  actual 
and  projected  cost  increases  by  applying 
the  SNF  market  basket  index.  The 
values  used  in  deriving  the  index  are 
contained  in  Appendix  I  below. 

The  market  basket  is  comprised  of  the 
most  commonly  used  categories  of  SNF 
routine  service  expenses.  The  categories 
we  are  using  are  based  primarily  on 
those  used  by  the  National  Center  for 
Health  Statistics  in  its  National  Nursing 
Home  Surveys. 

The  categories  of  expenses  are 
weighted  according  to  the  estimated 
proportion  of  SNF  routine  service  costs 
attributable  to  each  category.  The 
weights  for  all  major  categories  of  SNF 
costs  are  based  on  the  National  Nursing 
Home  Surveys  for  1972  and  1976.  These 
are  the  most  current  and  comprehensive 
sources  of  national  data  on  the 
distribution  of  costs  in  SNFs.  (The 
second  column  of  the  index  table 
specifies  the  weights  used  for  each 
category.) 

In  developing  the  market  basket 
index,  we  obtained  historical  and 
projected  rates  of  increase  in  the 


resource  prices  for  each  category.  The 
market  basket  index  table,  in  the  third 
and  fourth  columns,  identifies  the  price 
variables  used  and  the  source  of  the 
forecast  for  calendar  years  1960  through 
1983. 

The  market  basket  index  also 
provides  for  adjustments  to  be  made  in 
the  limits  if  our  forecasts  of  economic 
trends  prove  erroneous.  If  the  final  rate 
of  increase  in  the  market  basket  index 
for  a  year  exceeds  the  estimated  rate  of 
increase  by  at  least  .3  of  1  percentage 
point,  we  will  publish  that  rate  in  the 
Federal  Register  and  the  Medicare 
intermediaries  will  adjust  each  SNF s 
limit  retroactively  at  final  settlement  of 
the  SNFs  cost  report. 

5.  Use  of  adjusted  SNF  inpatient 
routine  service  costs.  This  updated 
schedule  applies  to  SNF  inpatient 
routine  service  costs  (as  defined  in  42 
CFR  405.452(d)(2)),  plus  the  inpatient 
routine  nursing  salary  cost  differential, 
adjusted  by  exclusion  of  capital-related 
costs,  as  is  done  in  the  current  schedule. 
The  basic  methodology  in  this  regard 
remains  unchanged.  We  have,  however, 
had  to  make  significant  changes  in  our 
data  base  with  respect  to  capital-related 
costs.  Capital-related  costs  include 
interest,  depreciation,  insurance,  rent 
and  fixed  asset  related  costs  that  are 
normally  included  in  the  depreciation 
accounts  for  Medicare  reimbursement 
purposes.  The  revised  cost  report 
(HCFA-2552,  5/80)  contains  additional 
schedules  that  allow  a  provider  to 
identify  and  eliminate  indirectly 
allocated  capital-related  costs.  Some 
facilities  have  not  been  accurately 
reporting  these  costs  on  the  cost  report 
we  use  to  develop  these  limits. 
Consequently,  we  have  had  to  adjust  the 
data  base  from  which  these  limits  were 
derived.  As  explained  fully  later  in  this 
notice,  this  resulted  in  a  marginal 
reduction  in  the  limits  for  freestanding 
facilities. 

6.  Separate  limits  for  hospital-based 
and  freestanding  SNFs.  We  included 
separate  limits  for  hospital-based  and 
freestanding  SNFs  in  the  September 
1980  notice,  based  upon  indications  that 
hospital-based  SNFs  incur  higher  costs 
due  to  circumstances  beyond  their 
control.  In  that  notice,  we  indicated  that 
we  would  conduct  a  study  to  examine 
these  higher  costs.  The  areas  we  were  to 
examine  included  the  Medicare 
methodology  for  the  allocation  of 
overhead  costs  and  variations  in 
intensity  of  care.  These  studies  are  on¬ 
going. 

7.  Cost-of-living  adjustment  for 
Alaska  and  Hawaii.  To  avoid 
disadvantaging  SNFs  located  in  Alaska 
and  Hawaii,  we  have  retained  the  cost- 


Federal  Register  /  Vol.  46,  No.  189  /  Wednesday,  September  30,  1981  /  Notices 


of-living  adjustment  for  these  States. 

This  is  an  adjustment  of  the  non-labor 
component  of  the  limits  that  apply  to 
these  two  States,  based  on  the  amount 
of  the  most  recently  determined  cost-of- 
living  differentials  developed  by  the 
Office  of  Personnel  Management.  Since 
we  adjust  the  labor-related  component 
by  the  applicable  wage  index,  this  cost- 
of-living  adjustment  applies  only  to  the 
non-labor  component. 

8.  Limits  set  at  112  percent  of  the 
average  labor-related  and  average  non- 
labor  costs  of  each  comparison  group. 

As  in  the  1980  notice,  we  are 
maintaining  the  limits  at  112  percent  of 
the  average  labor-related  and  average 
non-labor  costs  of  each  comparison 
group.  The  12  percent  allowance  above 
mean  costs  is  intended  to  account  for 
variations  in  costs  that  are  consistent 
with  efficiency,  but  are  not  accounted 
for  by  our  classification  system  and 
methodology  for  adjusting  and  applying 
the  limits,  or  by  the  exceptions  and 
exemptions  specified  in  our  regulations 
at  42  CFR  405.460.  (Exceptions  are 
granted  to  cover  specific  types  of  costs, 
such  as  costs  of  atypical  services  to 
meet  the  special  needs  of  patients 
treated;  an  SNF  may  be  exempted  from 
application  of  the  limits  if  it  qualifies  as 
a  new  provider  under  the  provisions  of 
42  CFR  405.460(e)(2)). 

Correction  in  limits  Due  to  Provider 
Errors  in  Reporting  Capital-Related 
Costs 

In  the  process  of  extracting  cost  data 
from  the  Medicare  cost  reports  to  use  in 
updating  the  limits,  we  found  that  a 
number  of  SNFs  have  routinely  failed  to 
reclassify  capital-related  costs  to  the 
appropriate  cost  centers  for  allocation  in 
accordance  with  applicable  instructions. 
Provider  Reimbursement  Manual  (HIM- 
15,  Part  II,  Chapter  3)  explicitly  defines 
capital-related  costs  and  specifies  that 
these  costs  must  be  reclassified  before 
allocation  of  overhead  costs. 

Some  of  the  cost  reports  we  use  in 
extracting  data  for  purposes  of  updating 
the  limits  are  in  the  form  submitted  by 
the  SNF  before  review  by  the 
intermediary.  In  a  review  of  those  cost 
reports,  we  found  numerous  instances 
(in  those  reports  that  had  not  gone 
through  the  settlement  process  by  the 
intermediary)  of  failures  to  classify 
capital-related  costs  properly.  Where 
such  errors  in  classifying  capital-related 
costs  were  identified  in  our  data 
collection,  we  excluded  these  costs  from 
the  data  base  used  to  calculate  the  SNF 
limits. 

The  problem  of  misclassifed  capital- 
related  costs  was  more  prevalent  in 
freestanding  SNF  cost  reports.  As  a 
result  of  the  correction  of  misclassified 


capital-related  costs,  the  adjusted 
routine  service  costs  in  the  two 
freestanding  SNF  groups  resulted  in 
limits  for  freestanding  SNFs  that  are 
actually  lower  than  last  year’s  limits  by 
10  cents  in  urban  areas  and  22  cents  in 
rural  areas. 

SNFs  with  costs  above  their  limit  by 
virtue  of  their  failure  to  classify  capital- 
related  costs  properly  can  correct  their 
cost  reports  to  remove  the  additional 
capital-related  costs  from  the  amount 
subject  to  the  limits.  Therefore,  the  real 
impact  on  specific  institutions  flowing 
from  our  making  these  corrections  is  not 
as  great  as  might  appear  from  the  fact 
that  the  limits  have  been  lowered  by  a 
small  margin. 

Impact  Analysis 

Executive  Order  12291 

We  have  determined  that  this  final 
notice  does  not  meet  the  criteria  for  a 
major  rule  that  are  set  forth  in  section 
1(b)  of  Executive  Order  12291.  That  is, 
this  notice  will  not: 

(1)  Have  an  annual  effect  on  the 
economy  of  $100  million  or  more  (our 
estimate  is  that  this  notice  will  have  a 
total  impact  of  approximately  $31 
million  in  FY  82); 

(2)  Cause  a  major  increase  ip  costs  or 
prices  for  consumers,  individual 
industries,  government  agencies,  or 
geographic  regions,  or 

(3)  Have  significant  adverse  effects  on 
competition,  employment,  investment, 
productivity,  innovation,  or  the  ability  of 
United  States-based  enterprises  to 
compete  with  foreign-based  enterprises 
in  domestic  or  export  markets. 

Regulatory  Flexibility  Analysis 

The  Secretary  certifies,  under  Section 
605(b)  of  the  Regulatory  Flexibility  Act 
(Pub.  L.  96-353),  that  the  revised 
schedule  of  limits  set  forth  in  this  notice 
will  not  have  a  significant  economic 
impact  on  a  substantial  number  of  small 
entities.  The  reason  for  the  Secretary’s 
negative  certification  is  that  the  revised 
limits  merely  update  the  system  of 
skilled  nursing  facility  cost  limits  that  is 
now  in  effect,  and  do  not  include  any 
changes  in  our  methodology  for  deriving 
and  applying  them. 

Waiver  of  Proposed  Notice  and  30-Day 
Delay  in  Effective  Date 

As  explained  previously,  we 
developed  the  revised  limits  set  forth 
below  by  using  the  same  basic 
methodology  that  we  used  to  develop 
the  current  SNF  cost  limits,  which  were 
published  on  September  4, 1980.  On  June 
18, 1980,  we  published  a  proposed  notice 
that  described  in  detail  our  methodology 
for  developing  and  applying  those  limits, 


and  provided  a  60-day  period  for  public 
comment  (45  FR  41292).  In  developing 
the  schedule  of  limits  now  in  effect,  we 
considered  all  comments  received  in 
response  to  the  June  18, 1980  notice. 
These  comments,  and  our  responses  to 
them,  are  described  in  the  September  4, 
1980  notice. 

Because  the  methodology  used  for  the 
revised  schedule  has  previously  been 
published  for  public  comment,  we  do  not 
believe  it  would  be  either  necessary  or 
useful  to  request  comment  on  that 
methodology  again.  Moreover,  without 
publication  of  this  notice,  the  current 
limits  would  remain  in  effect  without 
adjustment  for  cost  reporting  periods 
beginning  after  September  30, 1981, 
since  there  is  no  provision  in  the  current 
schedule  for  adjusting  the  limits  for  cost 
reporting  periods  that  begin  after  that 
date.  We  believe  it  would  be  contrary  to 
the  public  interest  to  permit  this  to 
occur.  Therefore,  we  find  good  cause  to 
waive  publication  of  a  proposed  notice, 
and  publish  this  notice  of  updated  limits 
in  final  form. 

In  the  past,  we  generally  have 
attempted  to  allow  a  30-day  period 
between  the  date  of  publication  of  each 
cost  limit  schedule  and  the  effective 
date  of  the  schedule.  Since  prompt 
publication  of  the  limits  would  be  in  the 
public  interest,  and  early 
implementation  of  this  schedule  will 
benefit  those  SNFs  that  will  be  affected 
by  the  updated  limits,  there  is  good 
cause  to  waive  the  customary  30-day 
delay  between  publication  of  new  limits 
and  their  effective  date,  and  apply  them 
to  SNFs  with  cost  operating  periods 
beginning  on  or  after  October  1, 1981. 

If  the  actual  rate  of  increase  in  the 
market  basket  for  a  year  is  at  least  .3  of 
1  percentage  point  above  the  estimated 
rate,  we  will  publish  the  actual  rate  of 
increase  in  the  Federal  Register.  The 
Medicare  intermediaries  will  use  the 
actual  rate  to  adjust  each  SNFs  cost 
limit  retroactively  at  final  settlement  of 
the  SNFs  cost  report. 

2.  Use  of  Wage  Index  to  Adjust  Cost 
Data.  We  divided  each  SNFs  adjusted 
per  diem  routine  service  costs  into 
labor-related  and  non-labor  portions.  - 
We  determined  the  labor-related  portion 
by  multiplying  each  SNFs  adjusted  per 
diem  routine  service  cost  by  80.25 
percent,  which  is  the  labor-related 
portion  of  cost  from  the  market  basket. 
We  then  divided  the  labor-related 
portion  of  each  SNFs  per  diem  cost  by 
the  wage  index  applicable  to  the  SNFs 
location  (see  Tables  II  and  III)  to  arrive 
at  an  adjusted  labor-related  portion  of 
routine  cost. 

3.  Group  Means.  We  calculated 
separate  means  of  labor-related  and 
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non-labor  adjusted  routine  service  costs 
for  each  SNF  group  established  in 
accordance  with  the  SNF’s  SMSA/ 
NECMA  or  non-SMSA/non-NECMA 
location  and  type  (hospital-based/ 
freestanding). 

4.  Components  of  Limit.  For  each 
group,  we  multiplied  the  mean  labor- 
related  and  mean  non-labor  costs  by  112 
percent  (see  Tables  IA  and  IB). 

Methodology  For  Determining  Per  Diem 
Routine  Service  Cost  Limit 


Development  of  Published  Limits 

1.  Data.  We  have  developed  the  limits 
by  using  actual  SNF  inpatient  routine 
service  costs  data,  less  capital-related 
costs,  obtained  from  the  latest  Medicare 
cost  reports  as  of  March  6, 1981. 

We  adjusted  this  data  using  the 
market  basket  index  discussed  above,  to 
project  costs  from  the  midpoint  of  each 
cost  reporting  period  in  the  data  base  to 
the  midpoint  of  the  first  cost  reporting 
period  to  which  the  limits  will  apply. 

The  annual  percentage  increases  in  the 
market  basket  over  the  previous  year 
that  we  used  for  this  projection  are: 


1978.. 
1979 

1980. 

1981. 

1982.. 

1983.. 


89 

9.4 

10.2 

*10.2 

*9.3 

>9.2 


1  Forecasted  increase. 

If  the  actual  rate  of  increase  in  the 
market  basket  for  a  year  is  at  least  .3  of 
1  percentage  point  above  the  estimated 
rate,  we  will  publish  the  actual  rate  of 
increase  in  the  Federal  Register.  The 
Medicare  intermediaries  will  use  the 
actual  rate  to  adjust  each  SNF’s  cost 
limit  retroactively  at  final  settlement  of 
the  SNF’s  cost  report. 
x  2.  Use  of  Wage  Index  to  Adjust  Cost 
Data.  We  divided  each  SNF's  adjusted 
per  diem  routine  service  costs  into 
labor-related  and  non-labor  portions. 

We  determined  the  labor-related  portion 
by  multiplying  each  SNF’s  adjusted  per 
diem  routine  service  cost  by  80.25 
percent,  which  is  the  labor-related 
portion  of  cost  from  the  market  basket. 
We  then  divided  the  labor-related 
portion  of  each  SNF’s  per  diem  cost  by 
"  the  wage  index  applicable  to  the  SNF’s 
location  (see  Tables  II  and  III)  to  arrive 
at  an  adjusted  labor-related  portion  of 
routine  cost. 

3.  Group  Means.  We  calculated 
separate  means  of  labor-related  and 
non-labor  adjusted  routine  service  costs 
for  each  SNF  group  established  in 
accordance  with  the  SNF’s  SMSA / 
NECMA  or  non-SMSA/non-NECMA 
location  and  type  (hospital-based/ 
freestanding). 

4.  Components  of  Limit.  For  each 
group,  we  multiplied  the  mean  labor- 


related  and  mean  non-labor  costs  by  112 
percent  (see  Tables  IA  and  IB). 

Adjustment  of  Published  Limits 

1.  Adjustment  of  Labor-Related 
Component  by  Wage  Index.  To  arrive  at 
a  labor-adjusted  limit  for  each  SNF,  we 
multiply  the  labor-related  component  of 
the  limit  for  the  SNF’s  group  by  the  wage 
index  developed  from  wage  levels  for 
hospital  workers  in  the  area  in  which 
the  SNF  is  located.  (See  Tables  II  and 
III).  The  adjusted  limit  that  applies  to  an 
SNF  will  be  the  sum  of  the  non-labor 
component,  plus  the  adjusted  labor- 
related  component,  unless  the  SNF 
qualifies  for  the  cost  reporting  year 
adjustment  discussed  in  item  2  below. 

Example. — Calculation  of  Adjusted  Limit  for 
a  Freestanding  SNF  Located  in  Dallas,  Texas. 

Labor-Related  Component  $40.10 
(published  in  Table  IB). 

Non-Labor  Component  $10.72  (published  in 
Table  IB). 

SMSA  Wage  Index  .9403  (published  in 
Table  II). 

Computation  of  Adjusted  Limit 


Labor-related  component . _ .  $40.10 

Wage  index _ ... _ _ _  <  9403 

Adjusted  labor  component .  $37.71 

Non-labor  component . +10.72 

Adjusted  limit _ $48.43 


2.  Adjustment  for  Cost  Reporting 
Year.  If  an  SNF  has  a  cost  reporting 
period  beginning  on  or  after  November 
1, 1981,  the  intermediary  will  increase 
the  limit  that  would  otherwise  apply  to 
the  SNF  by  the  factor  from  Table  IV  that 
corresponds  to  the  month  and  year  in 
which  the  cost  reporting  period  begins. 
Each  factor  represents  the  monthly 
increase  that  we  derived  by  dividing  the 
projected  annual  increase  in  the  market 
basket  by  twelve.  This  adjustment  is 
needed  to  account  for  price  increases 
that  occur  after  the  date  on  which  the 
limits  are  effective. 

Example — SNF  A  has  a  cost  reporting 
period  that  begins  January  1, 1982. 

The  otherwise  applicable  limit  for  the 
SNF  is  $48.43. 

Computation  of  Revised  SNF  Limit 

Individual  SNF  Adjusted  Limit..- - -  $48.43 

Adjustment  Factor  from  Table  IV _  <1.02325 

Revised  Limit _ _ _  $49.56 

If  an  SNF  uses  a  cost  reporting  period 
that  is  not  12  months  in  duration,  a 
special  adjustment  factor  must  be 
calculated.  This  results  from  the  fact 
that  projections  are  computed  to  the 
midpoint  of  a  cost  reporting  period  and 
the  adjustment  factors  in  Table  IV  are 
based  on  an  assumed  12  month 


reporting  period.  For  cost  reporting 
periods  of  other  than  12  months,  the 
calculation  must  be  done  for  the 
midpoint  of  the  specific  cost  reporting 
period.  The  SNF’s  intermediary  will 
obtain  this  adjustment  factor  from 
HCFA. 

Schedule  of  Limits 

Under  the  authority  of  section  \881(v) 
of  the  Social  Security  Act,  the  following 
group  per  diem  limits  will  apply  to  the 
adjusted  SNF  impatient  routine  service 
costs  (including  the  inpatient  routine 
service  nursing  salary  differential) 
reimbursed  under  Medicare  for  cost 
reporting  periods  beginning  on  or  after 
October,  1, 1981.  Medicare  fiscal 
intermediaries  will  compute  the 
adjusted  limits  for  SNFs  using  the 
methodology  set  forth  in  this  notice,  and 
will  notify  each  SNF  of  its  applicable 
limit.  These  limits,  as  adjusted  by  the 
wage  indexes  in  Tables  II  &  III,  and  the 
cost  reporting  year  adjustment  factors  in 
Table  IV,  will  remain  in  effect  until 
replaced  by  a  revised  schedule  of  limits 
published  in  a  notice  in  the  Federal 
Register. 

Table  IA .—Group  Limits  for  Hospital-Based 
SNFs 


Location 


Labor 

related 

component 


Non-labor 
component ' 


SMSA .  $83.61  $21 80 

Non-SMSA _  $64.18  $18.03 


Table  IB  .—Group  Limits  for  Freestanding 
SNFs 


Location 


Labor 

related 

component 


Nonlabor 
component  * 


SMSA— . . .  $40.10  $10.72 

Non-SMSA _  $37.50  $925 


1  The  non-labor  portion  of  the  limits  tor  SNFs  located  n 
States  of  Alaska  and  Hawaii  win  be  increased  by  the 
following  cost-of-living  adjustments: 


Factor 

Alaska . .. . . . 

... . . .  1.25 

Hawaii.  (Island) 

115 

Kauai 

_  1.15 

. . .  1.125 

. .  115 

Table  II.— Wage  Index  for  Urban  Areas 

SMSA  area 

Wage 

mden 

Abilene.  TX . . . J-._  8485 

Akron.  OH- . 1.0417 

Albany,  GA _ _ 8566 

Albany-Schenectady-Troy,  NY _ _ ....  .....  .9624 

Albuquerque,  NM _ _ 1.0009 

Alexandria,  LA. . . — _  .8954 

Allentown-Bethlehem-Easton,  PA-NJ _ 1.0569 

Altoona.  PA . . . . .  1  0219 

Amarillo.  TX - 9233 
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.Table  II .—Wage  Index  for  Urban  Areas— 
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Table  II.— Wage  Index  for  Urban  Areas— 
Continued 


SMSA  area 


Wage 

index 


SMSA  area 


Wage 

index 


SMSA  area 


Wage 

index 


Anaheim-Santa  Ana-Garden  Grove,  CA .  1.2115 

Anchorage,  AK.— . . .  1.6461 

Anderson,  IN . . . _r _  .9812 

Ann  Arbor,  Ml _ _ 1.2175 

Anniston,  AL . .8400 

Appleton-Oshkosh,  Wl _ _ 1.0124 

Asheville.  NC _ .9678 

Atlanta.  GA . .9162 

Atlantic  City,  NJ . . . . i. _  1.0174 

Augusta.  GA-SC . - . 9237 

Austin,  TX . . . — . 9859 

Bakersfield,  CA . . 1.1223 

Baltimore,  MD .  1.1698 

Baton  Rouge,  LA . 8813 

Battle  Creek,  Ml _  1.0229 

Bay  City,  Ml . 1.1238 

Beaumont-Port  Arthur-Orange,  TX . . . 8530 

Billings,  MT . '.9496 

Biloxi-Gulfport,  MS . 8143 

Binghamton.  NY-PA. . 9769 

Birmingham,  AL . . _ . 9658 

Bismarck,  NO . „ . 9032 

Bloomington,  IN . . .  '.9481 

Bloomington-Normal,  IL . 6484 

Boise  City.  10 . 9834 

BostorvLowell-Brockton-Lawrence-Haverhitl,  MA- 

NH . . 1.1214 

Bradenton,  FL . ...  '.8631 

Bridgeport-Stamford-Norwalk-Danbury,  CT _ .........  1.1647 

Brownsville-Harhngen-San  Benito,  TX _ ... _ .9312 

Bryan-Cotlege  Station,  TX ...... _ 8677 

Buitaio,  ny.. .  wae 

Burlington,  NC . 8809 

Canton,  OH . 8447 

Cedar  Rapids,  IA . '.8193 

Chempaign-Urbana-Rantoul,  IL _ _ _....  1.1197 

Charleston-North  Charleston,  SC . . .9751 

Charleston,  WV . _ . 1.0628 

Chartotte-Gastome.  NC........................ _ 9456 

Chattanooga,  TN-GA .  1.0226 

Chicago,  IL . 1.1780 

Cincinnati,  OH-KY-IN . „ .  1.0814 

CterksviHe,  Hopkinsville,  TN-KY . 8397 

Cleveland,  OH . . .  1.1967 

Colorado  Springs,  CO . . 9743 

Columbia,  MO.... _ ...............................  1.1712 

Columbia,  SC . . . .9743 

Columbus,  GA-AL . 9021 

Columbus,  OH . _.... . 1.1184 

Corpus  Christi,  TX _ -.9337 

Dallas-Fort  Worth,  TX . _.... _ _ 9403 

Davenport-Rock  Island-Moline,  IA-IL . 9219 

Dayton,  OH -  1.1064 

Daytona  Beach,  FI _  .9423 

Decatur,  IL . . . . . . . 9096 

Oenver-Boulder,  CO . . . 1.0960 

Des  Moines,  IA....... _ ......................... _  1.0156 

Detroit  Ml . . . . . 1.2280 

Dubuque,  IA . . 9426 

Duluth-Superior,  MN-WI . 9193 

Eau  Claire.  Wl.............. _ .................... . 9806 

El  Paso,  TX . 8714 

Elkhart  IN . _ . „ .  '  .7997 

Elmira,  NY - 9642 

Enid.  OK . .8228 

Erie,  PA . 9652 

Eugene-Springfield,  OR......... . .9639 

Evansville,  IN-KY . 1.0742 

Fargo-Moorhead,  ND-MN . 9355 

Fayetteville,  NC _ '.8353 

Fayettevllle-Springdale,  AR ................ _ .......... _ 7997 

Flint,  MT _ 1.1919 

Florence,  AL.................. . 8056 

Fort  Collins.  OO _ _ 8353 

Fort  Lauderdale- Hollywood,  FL ........ _ ...........  1.0506 

Fori  Myers,  FL . 9391 

Fort  Smith,  AR-OK  . . 8899 

Fort  Wayne,  IN . .......  .8881 

Fresno,  CA . 1.1265 

Gadsden.  AL . . 9264 

Gainesville,  FL . . ..._ . 9019 

Galveslon-Texas  City,  TX _ 1.0607 

Gary-Hammond-Eaet  Chicago,  IN . . . „....  1.1664 

Grand  Forks,  ND-MN . . . .'. . 8770 

Grand  Rapids.  Ml . .9463 

Great  Falls.  MT . .....  ‘.0162 

Greeley.  CO _ _ '.9312 

Green  Bay.  Wl . - . . . 9740 

Greensboro-Winston-Salem-High  Pomt,  NC . .  .9232 

Greenville-Spartanburg,  SC . „ . 9371 


HamHton-Middleton.  OH . .  -  1 .0620 

Harrisburg,  PA . . .  1.0534 

Hertford-New  BrHairvBristol,  CT .  1.1535 

Honolulu.  HI . 1.1645 

Houston,  TX . 1.0630 

Huntington-Ashland,  WV-KY-OH . 9270 

Huntsville,  AL . . . - . 8593 

Indianapolis.  IN . . .  1.0507 

Iowa  City,  IA.... . 1.0209 

Jackson,  Ml . „ . . .  '1.0173 

Jackson,  MS . 1.8699 

Jacksonville.  FL . 9331 

JanesviHe-Bekxt,  Wl . „ . „ . . . - . 8579 

Jersey  City,  NJ . . . 1.1160 

Johnson  City-Kingsport-Bristol.  TN-VA _ _ 8777 

Johnstown.  PA .  1.9445 

Kalamazoo- Portage,  Ml . _ . . .  1.1 695 

Kankakee.  IL . - .  1.0073 

Kansas  City,  MO-KS . 9399 

Kenosha.  Wl . . . . .  •  1.0778 

Killeen-Temple,  TX.. . 8868 

Knoxville,  TN . „ . 9100 

Kokomo.  IN . 9828 

La  Crosse.  Wl . . . _ .  *  9016 

Lafayette,  LA . 8622 

Lafayette-West  Lafayette.  IN . 9141 

Lake  Charles,  LA . 8706 

Lakeland-Winter  Haven,  FL . - . 9749 

Lancaster,  PA . . - . - . . .  1.0674 

Lanemg-East  Lansing,  Ml .  1.0811 

Laredo.  TX . '.8693 

Las  Cruces,  NM . '.8129 

Las  vegas,  NV .  1.1884 

Lawrence,  KS . . '.9193 

Lawton,  OK . . . .  '  .8377 

Lewislon-Aubum,  ME _ _ '.8890 

Le-ington-Fayette,  KY . . . . .....  .9016 

Lima,  OH . .... . .  .9932 

Lincoln,  NE . 9259 

Little  Rook-North  Little  Rock.  AR .  1.0205 

Long  Branch-A9bury  Park,  NJ ........ _ _ _ —  1.0648 

Longview,  TX . - . 8129 

Loratn-Elyria,  OH . . 1.0207 

Los  Angele6-Long  Beach,  CA . . .  1.2899 

Louisville,  KY-IN . 9915 

Lubbock,  TX . .9042 

Lynchburg,  VA . 8876 

Macon,  GA . . . 9637 

Madison,  Wl . 1.0257 

Manchester-Nashua,  NH . 9352 

Mansfield,  OH . - . . 9196 

McAHen-Pharr-Edinborg,  TX . 8165 

Melbourne-Titusvttle-Cocoa,  FL . 9374 

Memphis,  TN-AR-MS .  1.0371 

Miami,  FL .  1.1050 

Midland.  TX . .  '  .9141 

Milwaukee.  Wl . 10060 

Minneapolis-St.  Paul.  MN-WI . . . 9802 

Mobile.  AL . 9416 

Modesto,  CA . 1.0250 

Monroe.  LA . .9451 

Montgomery.  AL . . 9626 

Muncie,  IN . . . . . . — .  '.9852 

Muskegon-Norton  Shores-Muskegon  Heights.  Ml ...  .9658 

Nashville- Davidson,  TN . - . .  1.0187 

Nassau-Suffolk,  NY .  1.2758 

New  Bedford-Fall  River,  MA .  .9687 

New  Brunswick-Perth  Amboy-Sayreville,  NJ .  1.0409 

New  Haven-Waterbury-Meriden.  CT .  1.0990 

New  London-Norwich.  CT . 1.0903 

New  Orleans.  LA...... _ ....................... _ ......._ . 9644 

New  York,  NY-NJ .  1.3966 

Newark,  NJ . 1.2099 

Newport  News-Hampton.  VA . 8907 

Norfolk-Virginia  Beach-Portsmouth.  VA-NC  . .  '.9496 

Northeast  Pennsylvania . . .  1.0598 

Odessa,  TX . 9496 

Oklahoma  City,  OK . .'. . 9252 

Omaha.  NE-IA . . — .  9365 

Orlando.  FL . . . 9087 

Owensboro.  KY. . . . . . . . . .  '  .8364 

Oxnard-Simi  Valley- Ventura,  CA .  1.3788 

Panama  City.  FL . . - .  '.8777 

Parkersburg-Manetta,  WV-OH .  .  1.0461 

Pascagoula-Moss  PoinL  MS . . . : . .  '  1  1535 

Paterson-Clitton-Passaic.  NJ .  1  0959 

Pensacola.  FL . . .: . . . . . 8841 

Peoria.  IL . .  1.0176 

Petersburg-Colonial  Heights-Hopewell.  VA . 9464 

Philadelphia,  PA-NJ .  11810 


Phoenix,  AZ . 1.1100 

Pine  Bluff,  AR . '.7997 

Pittsburgh,  PA— . 1.1275 

Pittsfield.  MA .  1.0275 

Portland.  ME . . . . 9718 

Portland,  OR-WA . . T...._ . . . .  1.1026 

Poughkeepsie,  NY .  1.0778 

Provkfence-Warwick-Pawtucket,  Rl . . .  1.0314 

Provo-Orem,  UT . . . 9454 

Pueblo.  CO . 1.0969 

Racine,  Wl . . . - . 9240 

Raleigh-Durham,  NC . - . - .  1.0173 

Rapid  City,  SD . '.8680 

Reading,  Pa . 1.0101 

Reno.  NV . - . '1.2428 

Richland-Kennewick,  WA  — . 9763 

Richmond,  VA . . . - . ) . . . 9252 

Riverside-San  Bemadino-Ontaho.  CA  ...„ .  1.1729 

Ftoanoke,  Va . - . . . 9614 

Rochester,  MN— .  9852 

Rochester,  NY . .  1  0653 

Rockford.  IL . 9696 

Sacramento.  CA . . .  1.1396 

Saginaw,  Ml .  1.1279 

Sl.  Cloud,  MN . 8680 

St.  Joseph,  MO . 9749 

St.  Lowe.  MO-IL.. . 9977 

Salem.  OR....' . , . 1.1083 

Sa»na6-Seaside-Monterey.  CA . . .  1.2428 

Salt  Lake  City-Ogden,  UT _ _ _ _ 8550 

San  Angelo,  TX ......... . . . 8364 

San  Antonio,  TX . . . 9509 

San  Diego,  CA ....... — ... _ 1.1113 

San  Franoteco-Oakland,  CA- . 1.3163 

San  Jose,  CA . 1.8055 

Santa  Barbara-Santa  Mana-Lompoc,  CA . . .  1.0652 

Santa  Cruz,  CA . 1.0811 

Santa  Rosa,  CA . 1.4037 

Sarasota,  FL. _ ........ . . . 8554 

Savannah,  GA . 9414 

SeatHe-Everett  WA . . . . .  1  0500 

Sherman-Deni6on,  TX. . - . -  8277 

Shreveport  LA . . 9292 

Sioux  City,  IA-NE . 9306 

Sioux  Falls.  SO . 8844 

South  Bend.  IN . . - . 9154 

Spokane,  WA . 10921 

Springfield,  IL . 9873 

Springfield.  MO . - . . - . 8933 

Spnrtgfield,  OR . 9821 

Springfield- Clvcopee-Holyoke,  MA .  1.0184 

Steubenville-Weirton,  OH-WV . 9689 

Stockton,  CA . 1.3046 

Syracuse.  NY . . . 1.3209 

Tacoma,  W A . 1.0514 

Tallahasee,  FI . . . . . .  1  9219 

Tampa-St.  Petersburg.  FL . 9898 

Terre  Haute.  IN . — _ 8644 

Texarkana-TX-Texarkana,  AR .  1.0929 

Toledo.  OH-MI . 1.1157 

Topeka.  KS .  1.0602 

Trenton,  NJ . 1.1708 

Tucson,  AZ . 1 . 9977 

Tulsa.  OK . 9626 

Tuscaloosa,  AL . . . *.....  1.0142 

Tyler,  TX— . - . . . 9481 

Utica-Rome,  NY . 1.0145 

Vallejo-Fairfield-Napa,  CA— .  1.5862 

Vinetand-Millville-Bridgeton.  NJ .  1.0083 

Waco.TX . . . - . . . . . 8593 

Washington,  DC-MD-VA _ 1.1457 

Waterloo-Cedar  Falls,  IA .  .8631 

West  Palm  Beach- Boca  Raton,  FL . - . 9632 

Wheeling,  WV-OH . . . 9921 

Wichita.  KS . . . 4 _  1.0248 

Wichita  Falls.  TX . . . —  .8282 

Williamsport,  PA . . . . - . - .  .9749 

WHImington.  DE-NJ-MD .  1  0898 

Wilmington.  NC... .  . .8936 

Worcester-Fitchburg-Leommister.  MA . . .  9703 

Yakima,  WA . — . . . . — . 0523 

York,  PA . . . . . . . . - _  .9884 

Youngstown-Warren.  OH . . . 1.1090 


Approximate  value  for  area. 
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Table  III.— Wage  Index  for  Rural  Areas 


Non-SMSA  area 


Alaska.. 


Arizona . 

Arkansas.. 


California... 

Colorado . 

Connecticut... 

Delaware . 

Florida.. 
Georgia.. 
Hawaii .... 


Wage 

index 


1.5579 

1.0289 

.8686 

1.2415 

.8990 

1.1552 

1.0370 

.9917 

.9463 

1.3362 

.9669 

.9180 

.9763 

.9220 

.8973 

.9207 

.9216 

.9926 

1.1028 

1.1722 

1.1325 

.9052 

.8751 

.9156 

.9561 

.8130 


Table  III.— Wage  Index  for  Rural  Areas— 

Continued 


Non-SMSA  area 


Wage 

index 


New  Hampshire.. 
New  Jersey _ 


North  Carolina... 

North  Dakota . 

Ohio _ 


Oklahoma.. 
Oregon . 


1.0790 

1.0971 

1.0820 

1.0073 

1.0327 

.9917 

.9045 

1.0088 

.9111 

1.0673 


Pennsylvania _ ....  1.1358 


Rhode  Island... 

South  Carolina _ 

South  Dakota... 

Tennessee . 

Texas _ ........... 

Utah.. 

Vermont.. 

Virginia _ 

Washington . 

West  Virginia. . . 

Wisconsin  ..... 
Wyoming . 


Table  IV. — Cost  reporting  year  adjustment 
factors  * 


('» 

.9180 

.7990 

.8779 

8979 

.8499 

.9993 

.9792 

1.0465 

1.0111 

.9179 

1.0402 


If  the  SNF  cost  reporting  period  begins— 

The 
adjust¬ 
ment 
factor  is: 

Nnv  1  1961 

_  1.00775 

Dec.  1.  1961 . 

_  1.01550 

Jan  1,  1982 

_  1.02325 

Feb.  1,  1962 . . 

1.03100 

Mar.  1,  1982 . 

_ _  1.03875 

Apr  1  1967 

.  1.04650 

May  1.  1982 . 

.  1.05425 

June  1. 1982 . 

.  1 08200 

July  1.  1982 . . . 

.......  1.06975 

Aug  1.  1982 

_  1.07742 

Sect.  1.  1982 . 

_  108509 

1  Not  applicable.  All  of  Rhode  Island  is  classified  as  urban. 


1  Based  on  projected  market  basket  inflation  rate  of  10.2 
percent  for  1981,  9.3  percent  for  1962,  and  9.2  percent  for 

If,  for  any  reason,  we  do  not  publish  a 
new  schedule  of  limits  or  do  not 
announce  other  changes  in  the  current 
schedule,  the  current  limits  would 
continue  in  effect.  These  limits  would  be 
increased  by  .00767  (corresponding  to 
.767  percent)  per  month,  until  a  new 
schedule  of  limits  or  other  provision  is 
issued. 


Appendix  I  .—Derivation  of  "Market  Basket"  index  for  SNF  routine  service  costs 


Category  of  costs 


tance, 

1980 


Forecaster.3  percent 
changes  1961-83 


Price  variable  used 


Payroll  expenses.... _ ..................... _ _ _ _  61.31  DRI-CFS . 

Food _ _ _  9.71  DRI-MM _ 

DRI-MM _ 

Employee  benefits _  7.91  DRI-MM...... 

Fuel  and  other  utilities _ _ _ _ _  5.24  DRI-MM..... 

DRI-MM _ 

DRI-MM _ 

DRI-CFS.™ 

Miscellaneous . . . . .  4.98  DRI-MM _ 

Other  business  services _ _ _ _  4.87  DRI-MM. _ 

Supplies . . . . .  3.40  DRI-MM..... 

Drugs . . . .  1.40  DRI-CFS.... 

Health  services . . . . . .  1.20  DRI-CFS . 


Percentage  changes  in  average  hourly  earnings  of  employees  in' nursing  and  personal  care 
facitity.  (SIC  805).  Source:  U.S.  Dept  of  Labor.  Bureau  of  Labor  Statistics.  Employment  and 
Earnings  (monthly).  Table  C-2. 

Processed  foods  and  feeds  component  of  producer  price  index.  Source:  U.S.  Dept  of  Labor. 
Bureau  of  Labor  Statistics,  Monthly  Labor  Review,  Table  23. 

Food  and  beverage  component  of  Consumer  Price  Index,  all  urban.  Source:  U.S.  Dept  of 
Labor,  Bureau  of  Labor  Statistics,  Monthly  Labor  Review,  Table  22. 

Supplements  to  wages  and  salaries  per  worker  in  nonagricultural  establishments.  For  supple¬ 
ments  to  wages:  Source:  U.S.  Dept  of  Commerce.  Bureau  of  Economic  Analysis,  Survey  of 
Current  Business.  Table  1.11. 

For  total  employment  Source:  U.S.  Dept  of  Labor,  Bureau  of  Labor  Statistics,  Employment 
and  Earnings  (monthly),  Table  8-4. 

A.  Implicit  price  deflator-consumption  of  fuel  oil  and  coal  (derived  from  fuel  oil  component  of 
Consumer  Price  Index).  Source:  U.S.  Dept  of  Commerce.  Bureau  of  Economic  Analysis. 
Survey  of  Current  Business,  (monthly).  Table  7.11. 

B.  Implicit  price  deflator-consumer  of  electricity  (derived  from  electricity  component  of 
Consumer  Price  Index).  Source:  U.S.  Dept  of  Commerce.  Bureau  of  Economic  Analysis. 

C.  Implicit  price  deflator  for  natural  gas  (derived  from  utility  (piped)  gas  component  of 
Consumer  Price  Index).  Source:  Same  as  electricity  above. 

D.  Water  and  sewage  maintenance  component  of  the  Consumer  Price  Index.  Source:  U.S. 
Dept  of  Labor,  Bureau  of  Labor  Statistics,  Monthly  Labor  Review,  Table  23. 

All  Item  Consumer  Price  Index,  all  urban.  Source:  U.S.  Dept  of  Labor,  Bureau  of  Labor 
Statistics,  Monthly  Labor  Review,  Table  23. 

Services  component  of  Consumer  Price  Index,  all  urban.  Source:  U.S.  Dept,  of  Labor.  Bureau 
of  Labor  Statistics,  Monthly  Labor  Review,  Table  23. 

AH  Item  Consumer  Price  Index,  all  urban.  Source:  U.S.  Dept  of  Labor.  Bureau  of  Labor 
Statistics.  Monthly  Labor  Review.  Table  23. 

Pharmaceutical  preparations,  ethical  component  of  producer  price  index.  Source:  U.S.  Dept  of 
labor,  Bureau  of  Labor  Statistics.  Producer  Prices  and  Price  Indexes,  (monthly).  Table  6. 

Physician  services  component  of  Consumer  Price  Index  for  all  urban  consumers.  Source:  U.S. 
Dept  of  Labor,  Bureau  of  Labor  Statistics,  Monthly  Labor  Review.  Table  23. 


1  The  basic  weights  fox  all  major  categories  of  skilled  nursing  home  costs  were  obtained  from  the  DHEW-Nabonal  Center  for  Health  Statistics  (NCHS)  National  Nursing  Home  Surveys 
(NNHS)  for  1972  and  1976  for  homes  certified  for  participation  in  the  Medicare  program.  See  Nursing  Home  Costs  1972,  United  States-  National  Nursing  Home  Survey,  August  1973- April  1974, 
DHEW,  NCHS:  National  Nursing  Home  Survey:  1977  Summary  for  the  United  States.  Vital  and  Health  Statistics  Qpries  13,  Number  43. 

A  Laspeyres  price  index  was  constructed  using  1977  weights  and  price  variables  indicated  in  this  table.  In  calendar  year  1977  each  "price"  variable  has  an  index  value  of  100.0.  The 
relative  routine  service  cost  woights  change  each  period  in  accordance  with  price  changes  for  each  price  variable.  Cost  categories  with  relatively  higher  “price"  increases  get  relatively  higher 
cost  weights  and  vice  versa. 

2  DRI-CFS  refers  to  Data  Resources,  Inc.,  Cost  Forecasting  Service  (CFS  812),  1750  K  Street,  N.W.,  Washington,  D.C.  20006. 

3  DRI-MM  refers  to  Data  Resources,  Inc.,  Marcro  Model,  (Control  052581),  29  Hartwell  Avenue,  Lexington.  Massachusetts  02173. 

(Sections  1102,  1814(b),  1661(v)(l),  1866(a)  and  1871  of  the  Social  Security  Act;  42  U.S.C.  1302,  1395f(f).  1395x(v)(l),  1395cc(a)  and  1395hh) 
Dated;  September  15, 1981. 

Carolyne  K.  Davis, 

Administrator,  Health  Care  Financing  Administration. 

Approved:  September  24, 1981. 

Richard  S.  Schweiker, 

Secretary. 
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